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Exhibit B
Budget Detail and Payment Provisions

Invoicing and Payment

A. For services satisfactorily rendered, and upon receipt and approval of the invoices, the
State agrees to compensate the Contractor for actual expenditures incurred in accordance
with the rates and/or allowable costs specified herein.

B. Invoices shall include the Agreement Number and shall be submitted in triplicate not more
frequently than monthly in arrears to:

Mr. Jerry Stanger

California Department of Health Services
Payment Systems Division

MS 4700

P.O. Box 997413

Sacramento, CA 95899-7413

C. Invoices shall:

1) Be prepared on company letterhead. If invoices are not on produced letterhead,
invoices must be signed by an authorized official, employee or agent certifying that the
expenditures claimed represent actual expenses for the services performed under this
contract.

2) Bear the Contractor’'s name as shown on the agreement.

3) ldentify the billing and/or performance period covered by the invoice.

4) Itemize allowable costs for the billing period.

5) Report expenses attributed to Disabled Veteran Business Enterprise (DVBE)
subcontractors or DVBE suppliers at any tier (if any). This requirement only applies if
the Contractor identified DVBESs for participation during the selection or negotiation
process.

Budget Contingency Clause

A. Itis mutually agreed that if the Budget Act of the current year and/or any subsequent years
covered under this Agreement does not appropriate sufficient funds for the program, this
Agreement shall be of no further force and effect. In this event, the State shall have no
liability to pay any funds whatsoever to Contractor or to furnish any other considerations
under this Agreement and Contractor shall not be obligated to perform any provisions of
this Agreement.

B. If funding for any fiscal year is reduced or deleted by the Budget Act for purposes of this
program, the State shall have the option to either cancel this Agreement with no liability
occurring to the State, or offer an agreement amendment to Contractor to reflect the
reduced amount.

Prompt Payment Clause

Payment will be made in accordance with, and within the time specified in, Government Code
Chapter 4.5, commencing with Section 927.



Amounts Payable

A. Reimbursement shall be made for allowable expenses up to the amount annually
encumbered commensurate with the state fiscal year in which services are performed
and/or goods are received.

B. The Contractor must maintain records reflecting actual expenditures for each state fiscal
year covered by the term of this agreement.
Timely Submission of Final Invoice

A. A final undisputed invoice shall be submitted for payment no more than ninety (90)
calendar days following the expiration or termination date of this agreement, unless a later
or alternate deadline is agreed to in writing by the program contract manager. Said invoice
should be clearly marked “Final Invoice”, thus indicating that all payment obligations of the
State under this agreement have ceased and that no further payments are due or
outstanding.

B. The State may, at its discretion, choose not to honor any delinquent final invoice if the
Contractor fails to obtain prior written State approval of an alternate final invoice
submission deadline. Written State approval shall be sought from the program contract
manager prior to the expiration or termination date of this agreement.

The Contractor is hereby advised of its obligation to submit, with the final invoice, a
“Contractor’s Release (Exhibit F)” acknowledging submission of the final invoice to the
State and certifying the approximate percentage amount, if any, of recycled products used in
performance of this agreement.

Progress Payment

Notwithstanding provisions to the contrary, all compensation for services provided under this
agreement will be made pursuant to the terms of Exhibit B, Attachment I, to this agreement.
The provisions of Exhibit B - Attachment |, supercede and replace any and all conflicting RFP
provisions.

Advance Payments

Nonprofit organizations may be allowed to request advance payments according to DHS
guidelines after the contract is executed. If applicable, detailed provisions will appear in the
resulting contract.

Expense Allowability / Fiscal Documentation

A. Invoices, received from a Contractor and accepted and/or submitted for payment by the
State, shall not be deemed evidence of allowable agreement costs.

B. Contractor shall maintain for review and audit and supply to DHS upon request, adequate
documentation of all expenses claimed pursuant to this agreement to permit a
determination of expense allowability.

C. If the allowability or appropriateness of an expense cannot be determined by the State
because invoice detall, fiscal records, or backup documentation is nonexistent or
inadequate according to generally accepted accounting principles or practices, all



guestionable costs may be disallowed and payment may be withheld by the State. Upon
receipt of adequate documentation supporting a disallowed or questionable expense,
reimbursement may resume for the amount substantiated and deemed allowable.

If travel is a reimbursable expense, receipts must be maintained to support the claimed
expenditures. For more information on allowable travel and per diem expenses and
required documentation, see Exhibit G entitled, “Travel Reimbursement Information”.

Costs and/or expenses deemed unallowable are subject to recovery by CDHS. See
provision 9 in this exhibit entitled, “Recovery of Overpayments” for more information.

. Recovery of Overpayments

A.

Contractor agrees that claims based upon a contractual agreement or an audit finding
and/or an audit finding that is appealed and upheld, will be recovered by the State by one
of the following options:

1) Contractor’s remittance to the State of the full amount of the audit exception within 30
days following the State’s request for repayment;

2) A repayment schedule which is agreeable to both the State and the Contractor.

. The State reserves the right to select which option will be employed and the Contractor will

be notified by the State in writing of the claim procedure to be utilized.

Interest on the unpaid balance of the audit finding or debt will accrue at a rate equal to the
monthly average of the rate received on investments in the Pooled Money Investment Fund
commencing on the date that an audit or examination finding is mailed to the Contractor,
beginning 30 days after Contractor’s receipt of the State’s demand for repayment.

If the Contractor has filed a valid appeal regarding the report of audit findings, recovery of
the overpayments will be deferred until a final administrative decision on the appeal has
been reached. If the Contractor loses the final administrative appeal, Contractor shall
repay, to the State, the over-claimed or disallowed expenses, plus accrued interest.
Interest accrues from the Contractor’s first receipt of State’s notice requesting
reimbursement of questioned audit costs or disallowed expenses.
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The use of headings of titles throughout this exhibit is for convenience only and shall not be used to
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INTRODUCTION

This chapter defines the basis of payment for services provided under the terms
of this Contract. The CDHS will compensate the Contractor for services provided
under the following eight (8) Contract sections:
A. Takeover;
B. Operations:

1) Enrollment/Disenrollment Transactions;

2) Health Care Options (HCO) Informing Packet Mailings; and

3) Telephone Call Center — Telephone Minutes.
C. Hourly Reimbursement for Enroliment Services Representatives (ESRS)

D. Additional Contractual Services;

E. Change Orders (C/O), Amendments, and System Development Notices
(SDNs);

F. Cost Reimbursement; and
G. Turnover

All of these payment categories shall be paid according to the price schedules
and under the terms and conditions described in this Exhibit. Included in the
terms and conditions described in this Exhibit are certain precedent-to-payment
conditions that require the CDHS to receive specific goods or services before
releasing payment to the Contractor.

TAKEOVER

The Takeover section constitutes all contractual responsibilities required of the
Contractor to assume responsibility for the operation of the HCO Program, as
defined in Exhibit A, Attachment |, Takeover. Payment for Takeover will be a
fixed price bid to include all cost associated with Takeover activities with the
exception of those items paid under Section 1.13, Cost Reimbursement.

Takeover shall be paid as follows:
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A. Takeover Percentage Payment

Fifty percent (50%) of the Contractor's fixed price bid for Takeover will be paid
in equal monthly installments over the life of the Takeover period. The first
installment shall be made upon the CDHS' acceptance and approval of the
updated Takeover Work Plan. The Takeover Schedule, as identified in
Exhibit A, Attachment I, Section 1.5, shall serve as the basis for payment of
subsequent installments. Each installment is payable, in arrears, upon
completion of the Takeover deliverables and CDHS approvals, in writing,
scheduled for that month and all preceding months.

B. Takeover Completion Criteria and Final Payment

The remaining fifty percent (50%) of the Contractor's Takeover fixed price bid
will be paid in one installment. This installment is payable, in arrears, after all
of the contractual requirements specified in Exhibit A, Attachment |, Takeover,
are met and approved by the CDHS in writing.

1.1.1 TAKEOVER INVOICING

1.2

The Contractor shall submit the installment invoices, identified above, for
payment by the CDHS only after the CDHS has approved, in writing, the
required deliverables. Invoices shall include supporting documentation that
demonstrates that Takeover deliverables have been submitted to and
approved by the CDHS.

Takeover invoices will not be accepted for payment more than one (1) year
after the Contract effective date (CED) unless this provision is waived in
writing by the CDHS. In the event Takeover deliverables and/or corrections
to the deliverables are received more than one (1) year after the CED, they
shall not be subject to payment.

OPERATIONS

The Operations sections include the contractual responsibilities required for the
Contractor to administer and operate the HCO Program with the exception of the
contractual responsibilities that are paid under Hourly Reimbursement, Section
1.8, and Cost Reimbursement, Section 1.13. Payment for Operations activities
will be based on three (3) categories. The payment categories for Operations
are as follows:

A. Enrollment/Disenrollment Transactions;

B. HCO Informing Packet Mailings; and
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1.2.1

1.2.2

1.2.3

C. Telephone Call Center — Telephone Minutes.

Combined, the Operation payment categories referred to above are referenced
as Transactions, Mailings, and Minutes (TMMSs).

OPERATIONS PAYMENT PHASES
Operations payments will be applicable to the following seven (7) distinct phases:

A. Phase 1 commences upon the assumption of TMM processing by the
Contractor and will continue for nine (9) months.

B. Phases 2, 3 and 4 will consist of the next three (3) 12-month periods.

C. The three (3) optional one-year extensions as described in Exhibit E,
Additional Provisions, will consist of 12-months each and shall be called
Extension Phase 1, Extension Phase 2, and Extension Phase 3.

The above-described phases apply to each classification of the TMMs.

OPERATIONS PAYMENT METHODOLOGY - BASE VOLUME METHOD OF
PAYMENT

The Base Volume Method of Payment (BVMP) will be used to calculate the
Contractor's payments for TMMs. Exhibits B-1a, b and ¢ provide the TMM
volumes and fixed price bids for each phase, including the three (3) extension
phases.

The BVMP calculates TMM payments as follows:

A. If the actual payable TMM units fall within the Base Volume Range (BVR), the
Contractor will be paid the bid price for that range.

B. If the total units fall within multiple ranges outside the BVR, the units that fall
outside of the BVR will be multiplied by the applicable plus/minus bid price(s)
and then added or subtracted to/from the BVR bid price.

MONTHLY BVMP CALCULATION

Payment for TMMs will be made monthly and will be calculated by the Contractor
by dividing the BVR bid prices for a given phase by twelve (12) (except for Phase
1, which will be divided by nine (9)). If the actual monthly payable TMMs fall
within the monthly BVR, the Contractor’'s payment will be 1/12 of each BVR bid
price and no further adjustment will be necessary. This shall constitute full
payment for TMMs.
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1.2.4

1.2.5

MONTHLY RECONCILIATION OF BVMP

This shall apply only to monthly reconciliation of BVMPs. In order to avoid major
end-of-phase adjustments for TMM payments, reconciliation of TMMs shall be
made by the Contractor on a monthly basis based on a cumulative of the
minimum and maximum of the BVR. To determine each month’s minimum and
maximum, the phase minimum and maximum shall be divided by the number of
months in the phase. To determine the monthly cumulative minimum and
maximum, the monthly minimum and maximum will be multiplied by the number
of months elapsed for the phase. For example, the fifth (5™) month of payment
cumulative minimum and maximum shall be calculated by dividing the annual
minimum and maximum by twelve (12) (except for Phase 1, as described above)
and multiplying by five (5). The cumulative minimum and maximum shall form
the basis for the monthly adjustment.

Monthly payments for TMMs will be the BVR bid price for the particular phase
prorated by the number of months in the phase. The Contractor will be paid that
monthly amount adjusted as required by actual volume levels. For example, the
Contractor will be paid, monthly, one-twelfth (1/12") (except for Phase 1) of the
bid price for the BVR with volume level BVMP payments or reductions applied.

The first reconciliation of each phase shall be based on the monthly base,
minimum, and maximum TMM amounts. As described above, monthly amounts
are simply the total of the phase bid rates divided by the number of months in the
phase. If the first month’s TMM actual volumes fall between the monthly
minimum and maximum volumes, the resulting reconciliation amount is simply
the monthly BVR bid price. If the first month’s actual volume is below the
monthly minimum, or above the monthly maximum, the monthly base
reconciliation amount shall be adjusted using the plus or minus range bid rates.
If the first month’s actual volumes fall within a plus range, the plus range bid
rates will be multiplied by the actual volume within that range and then added to
the monthly BVR amount. If the first month’s amount falls within a minus range,
the minus range bid rates will be multiplied by the actual volume within that range
and then subtracted from the monthly BVR amount.

MONTHLY RECONCILIATION OF BVMP PAYMENTS FOR PHASE MONTHS
SUBSEQUENT TO MONTH ONE (1)

The monthly TMM payment reconciliation procedures described in this section
are structured to:

A. Minimize cash flow pressures on the Contractor by dampening month-to-
month variation in payment amounts; and

B. Prevent major end-of-phase TMM payment adjustments.
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1.2.6

These goals are achieved by calculating each monthly reconciliation amount as
the difference between the current month’'s cumulative (phase-to-date) TMM
volume and the previous month’s cumulative TMM volume.

The final monthly reconciliation amount for the phase shall be calculated as
described above. Prior to invoicing the CDHS for the final month, however, the
Contractor shall review all prior invoices and payments to assure that they have
been properly calculated, invoiced, and paid. If additional adjustments (beyond
the normal plus and minus range adjustments described above) are necessary,
these should be applied to the final invoice. The CDHS will review the
Contractor’s final invoice, and, if it is able to verify all adjustments applied (if any),
pay the amount invoiced. If the CDHS is unable to verify one or more final
adjustments applied by the Contractor, it shall pay the amount it is able to verify
as accurate, but will provide the Contractor with the opportunity to further
document and justify its adjustment(s). If the CDHS and the Contractor are
unable to agree on a final phase reconciliation amount, and the CDHS imposes
an amount the Contractor finds unsatisfactory, the Contractor may dispute the
CDHS’ decision, in keeping with Exhibit E, Additional Provisions, Disputes and
Appeals.

RENEGOTIATION OF BVMP

If actual TMM volumes for any completed phase exceed the plus range
maximum volumes or fall below the minus range minimum volumes found in
Exhibits B-1a, b, and c unit prices for the out-of-range TMM units shall be
negotiated through the Change Order process, identified in Exhibit E. The
Contractor and the Contracting Officer shall negotiate in good faith to reach
agreements on Change Orders.

While unit pricing negotiations are underway, the Contractor shall invoice the
CDHS using the following interim rates:

A. TMM units above the plus range maximum volume shall be paid at the unit
price for the highest available plus range.

B. TMM units below the minus range minimum volume shall be paid at the unit
price for the lowest available minus range.

Once negotiations have concluded, and a new unit price is agreed upon,
payment (if any) shall be based upon the difference between the amount
calculated from the negotiated unit price, and the amount calculated from the
interim unit price. If the negotiated unit price is higher than the interim unit price,
the CDHS shall pay the Contractor the difference between the two amounts. If
the amount calculated from the interim unit price is higher than the amount
calculated from the negotiated unit price, the Contractor shall reimburse the
CDHS for the difference between the two amounts.
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1.3

13.1

1.3.2

OPERATIONS PAYMENT REPORTS

TMM MONTHLY RECONCILIATION PAYMENT REPORTS

The Contractor shall develop detailed monthly payment reports to track all
monthly payments in all TMM categories. These reports shall use a standardized
tabular format to show:

A. The actual TMM units generated during the payment period;

The resulting cumulative TMM units generated in the current phase;

The applicable cumulative base range maximum and minimum volumes;
The number of cumulative TMM units falling into the cumulative base range;
The applicable cumulative base range payment amount;

The number of cumulative TMM units falling into each plus range;

. The unit prices for each plus range;

e LU LU = O

The bid prices for each plus and minus range;

The total cumulative dollar amount in each plus range (unit price multiplied by
number of units);

J. The number of cumulative TMM units falling into each minus range;
K. The unit prices for each minus range;

L. The total cumulative dollar amount in each minus range (unit price multiplied
by number of units);

M. The adjusted cumulative TMM dollar amount (base range amount adjusted for
all plus and minus range amounts); and

N. The invoiced monthly amount, shown as the difference between the current
cumulative monthly amount and the previous cumulative monthly amount
(both monthly cumulative amounts shall be shown).

All information shall be provided for the current month and all previous months in
the current phase.

TMM ANNUAL RECONCILIATION PAYMENT REPORT

The Annual Reconciliation Payment Report shall consist of the final monthly
report for the phase, expanded to show any additional reconciliation amounts
(above and beyond the standard plus and minus range amounts). These
additional amounts shall appear in one or more of the reconciliation columns.
The amounts shown in the cells in these columns shall be footnoted, and the
footnotes shall contain concise explanations of the additional reconciliation
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1.4

141

amounts shown. Footnotes shall also reference any applicable documentation
supporting the amounts shown.

Because the TMM Annual Reconciliation Payment Report consists of a fully
reconciled version of the final monthly report, it shall contain complete
reconciliation data for every month in the phase, as specified in the previous
section (“TMM Monthly Reconciliation Payment Reports”).

A TMM payment report (monthly or annual, as applicable) shall be submitted with
each monthly invoice.

PAYMENT FOR ENROLLMENT/DISENROLLMENT TRANSACTIONS

The CDHS shall pay for enroliment/disenrollment transactions based on the
actual number of transactions accepted by the Medi-Cal Eligibility Data System
(MEDS) for the payment period. The price paid will be the Contractor’s fixed
price bid, Exhibit B-1a, subject to the criteria discussed below. The fixed price
bid will include all applicable Contractor costs associated with Research,
Website, Provider Information Network, Enrollment/Disenroliment, Reports,
Disaster Prevention and Recovery and Health Plan Enrollment System (if bid) as
listed in Exhibit A, Attachment II, Sections 1.6, 1.7, 1.8, 3.0, 6.0, 10.0 and 11.0,
respectively, including general and administrative costs and all other overhead
costs and fees.

ACCEPTED MEDS TRANSACTIONS

No enrollment/disenrollment transaction shall be billable and payable unless it
has been accepted by MEDS. There shall be no exceptions to this provision.
Any transaction referred to as “billable” or “payable” in the following sections is
only billable and payable if it has been accepted by MEDS. A transaction shall
be payable to the Contractor for a given month if it has been transmitted to and
accepted by MEDS in that month.

For purposes of this section, enrollment and disenrollment transactions that
enroll beneficiaries into fee-for-service status from a managed care enroliment
status are treated no differently from transactions that enroll beneficiaries into
and disenroll them from, health plans. Fee-for-Service transactions shall be
subject to the same payment rules and conditions as health plan enrollment and
disenrollment transactions.

The following conditions apply:
A. With the exception of the transaction types described in C. below, only one

disenrollment and one enrollment transaction per beneficiary per month shall
be payable.
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1.4.2

B.

All disenrollment transactions generated by approved Medical Exemption
Requests, Expedited Disenrollment Requests, or other CDHS-approved
managed care plan enrollment exceptions requests shall be payable.
Disenrollment transactions in this category shall be payable, regardless of the
number of other transactions that have occurred for the affected beneficiary
during the current month.

One or more transactions submitted to and accepted by MEDS which,
together, do not change the affected beneficiary’s enrollment status, i.e. a
disenrollment followed by an enrollment back into the same health plan (to
record a change in another data field, for example) or a Choice Form which
requests FFS for a voluntary beneficiary is already in FFS, does not constitute
a payable transaction.

Transactions found to be erroneous due to Contractor data entry error or
other errors or omissions shall not be payable. If such errors are discovered
after they have been included in an invoice to the CDHS, or after the CDHS
has paid for them, the Contractor shall issue a credit to the CDHS for these
transactions in the next transactions invoice. Transactions for the purpose of
correcting data entry errors or other Contractor errors or omissions are also
not payable.

. Only those transactions which are performed due to the Contractor having

received either a signed Choice Form, Medical Exemption Request,
Expedited Disenrollment Request, or other CDHS-approved managed care
plan enrollment exception request will be billable and payable. Auto-assigned
transactions are not billable or payable.

PRECEDENT-TO-PAYMENTCATEGORIES FOR ENROLLMENT/
DISENROLLMENT TRANSACTIONS

The total monthly payment amount for enrollment/disenrollment transactions
shall be allocated to the precedent-to-payment categories listed below. In order
to be paid the percentages shown, the Contractor must have substantially met, in
the sole judgment of the Contracting Officer, all associated precedent-to-payment
conditions. The specific conditions which must be met are described in the
section entitled, “Precedent-to-Payment Conditions for Enrollment/Disenrollment
Transactions.” This section also specifies the circumstances under which a
payment that has been denied may later be paid.

A. GENERAL HCO OPERATIONS 35%
B. ENROLLMENTS/DISENROLLMENTS 20%
C. HEALTH PLAN ENROLLMENT SYSTEM 15%**
D. RESEARCH 10%
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E. REPORTS 10%
F. DISASTER PREVENTION AND RECOVERY 5%
G. WEBSITE/PROVIDER INFORMATION NETWORK 5%

**|f the successful bidder did not bid a Health Plan Enrollment System then the
Health Plan Enrollment System category above will not be a precedent-to
payment category. Instead, the Enroliment/Disenrollment precedent-to-payment
category will be increased from 20% to 35%.

PRECEDENT-TO-PAYMENT CONDITIONS FOR ENROLLMENT/
DISENROLLMENT TRANSACTIONS

Payments will be made in seven (7) separate amounts, one for each precedent-
to-payment category described above. Payments will be made in arrears, in one
lump sum for each category in which all precedent-to-payment conditions have
been met and approved by the CDHS. When invoicing the CDHS, the Contractor
shall clearly indicate whether all applicable requirements in each payment
category have been met, and the amount due for each category. For each
category in which one or more requirements have not been met, the Contractor
shall indicate that no payment is due, and shall include a plan for achieving full
compliance (Corrective Action Plan (CAP)) by the following payment period.

Failure to meet any of the contractual requirements for these seven (7)
precedent-to-payment categories for a given month will constitute noncompliance
for that month and the Contractor shall not be entitled to payment for that month.
Compliance with a subsequent month’s requirements will entitle the Contractor to
payment for that month and partial payment for the previous month for which
payment was not received. For each month that requirements are not met, ten
percent (10%) of the full payment for this category will be deducted for that
month. An additional ten percent (10%) will be deducted each month that the
Contractor is consecutively out of compliance. For example, if compliance is not
met in October and November, but met in December, payment will be made as
follows: One-hundred percent (100%) of December’s invoice; eighty percent
(80%) of November’s invoice; and ninety percent (90%) of October’s invoice. If
Contract requirements are not met for six (6) consecutive months, the CDHS’
obligation to pay for this category is wholly excused. For example, if compliance
is not met in October, November, December, January, February and March,
payment for October will be permanently forfeited. Failure to receive payment
does not excuse the Contractor from submittal of the required deliverables.

These seven (7) areas are precedent-to-payment because compliance failures in
any one of them could result in significant negative impacts to the CDHS, the
HCO Program, Medi-Cal managed care health plans and/or Medi-Cal
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beneficiaries. Delays or errors in processing beneficiary Choice Forms,
disenrollment forms or exception to enrollment request forms could lead to
interruptions in the care that beneficiaries are receiving, and erroneous capitation
payments to health plans. Because it can lead to adverse health outcomes,
increased program costs, and even death, the interruption of care is a particularly
serious impact. Should the federal Centers for Medicare and Medicaid Services
(CMS) determine that enrollment/disenrollment transaction errors have
significantly compromised the CDHS’ compliance with federal program
requirements, federal financial participation in Medi-Cal could be reduced or
eliminated.

Should the Contractor fail to meet one or more of the requirements in a
precedent-to-payment category, the CDHS will deny payment for that category,
unless the Contracting Officer finds that substantial compliance was achieved
despite that failure. Should the Contracting Officer approve payment despite the
Contractor's failure to meet one or more applicable precedent-to-payment
requirements, that approval shall not constitute a waiver of any right or remedy
provided under this Contract or under the laws of the State of California to seek
subsequent remedies, such as, but not limited to, compensatory damages,
liquidated damages, or equitable relief for the breaches of performance by the
Contractor.

The precedent-to-payment categories for Enrollment/ Disenrollment Transactions
are identified below:

A. GENERAL HCO OPERATIONS 35%
The Contracting Officer will not make payment for this category until the
Monthly Progress Report, as defined in Exhibit A, Attachment Il, Section 6.0,
Reports, has been submitted to the CDHS.

B. ENROLLMENTS/DISENROLLMENTS 20%
The Contracting Officer will not make payment for this category until all
contractual requirements for Exhibit A, Attachment II, Section 3.0,
Enrollments/Disenrollments, are met and approved by the CDHS.

C. HEALTH PLAN ENROLLMENT SYSTEM 15%**
The Contracting Officer will not make payment for this category until all
contractual requirements for Exhibit A, Attachment Il, Section 11.0, Health

Plan Enroliment System, are met and approved by the CDHS.

** |f the successful bidder did not bid a Health Plan Enroliment System then the
Health Plan Enroliment System category above will not be a precedent-to
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payment category. Instead, the Enrollment/Disenrollment precedent-to-
payment category will be increased from 20% to 35%.

D. RESEARCH 10%

The Contracting Officer will not make payment for this category until all
contractual requirements for Exhibit A, Attachment Il, Section 1.6, Research,
are met and approved by the CDHS.

E. REPORTS 10%

The Contracting Officer will not make payment for this category until all
contractual requirements and deliverables for Exhibit A, Attachment II,
Section 6.0, Reports, are met and approved by the CDHS.

F. DISASTER PREVENTION AND RECOVERY 5%

The Contracting Officer will not make payment for this category until all
contractual requirements and deliverables for Exhibit A, Attachment II,
Section 10.0, Disaster Prevention and Recovery, are met and approved by
the CDHS.

G. WEBSITE/PROVIDER INFORMATION NETWORK 5%

The Contracting Officer will not make payment for this category until all
contractual requirements and deliverables for Exhibit A, Attachment II,
Section 1.7 Website and Section 1.8 Provider Information Network, are met
and approved by the CDHS.

PAYMENT FOR HCO INFORMING PACKET MAILINGS

Payment will be made for HCO Informing Packet Mailings based on actual
packet mailings to beneficiaries and/or others as directed by the CDHS. The
price paid will be the Contractor’s fixed bid price, Exhibit B-1b, subject to the
criteria discussed below. The fixed price bid will include all applicable costs
associated with Informing Materials, Quality Management Program, Problem
Correction System, Training, Records Retention and Retrieval, and Security and
Confidentiality listed in Exhibit A, Attachment Il, Sections 2.0, 4.0, 5.0, 7.0, 8.0
and 9.0, respectively, including general and administrative costs and all other
overhead costs and fees.

In the event that the CDHS directs the Contractor to add or delete sheets to/from
the informing booklets, the fixed price bid for add/delete sheets will be used to
adjust the Contractor’s per-packet-mailed fixed price bid for the booklet to which
a sheet was added and/or deleted.
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1.5.2

PRECEDENT-TO-PAYMENT CATEGORIES FOR HCO INFORMING PACKET
MAILINGS

The total monthly payment amount for HCO Informing Packet Mailings shall be
allocated to the precedent-to-payment categories listed below. In order to be
paid the percentages shown, the Contractor must have substantially met, in the
sole judgment of the Contracting Officer, all associated precedent-to-payment
conditions. The specific conditions which must be met are described in the
section entitled, “Precedent-to-Payment Conditions for HCO Informing Packet
Mailings.” This section also specifies the circumstances under which a payment
that has been denied may later be paid.

A. GENERAL HCO OPERATIONS 35%
B. INFORMING MATERIALS 25%
C. QUALITY MANAGEMENT PROGRAM: COMPLETION OF TESTING 10%

D. QUALITY MANAGEMENT PROGRAM: PASS-FAIL THRESHOLDS 10%

E. PROBLEM CORRECTION SYSTEM 5%
F. TRAINING 5%
G. RECORDS RETENTION AND RETRIEVAL 5%
H. SECURITY AND CONFIDENTIALITY 5%

PRECEDENT-TO- PAYMENT CONDITIONS FOR HCO INFORMING PACKET
MAILINGS

Payments will be made in eight (8) separate amounts, one for each precedent-to-
payment category described in this section. Payments will be made in arrears, in
one lump sum for each category in which all precedent-to-payment conditions
have been met and approved by the CDHS. When invoicing the CDHS, the
Contractor shall clearly indicate whether all applicable requirements in each
payment category have been met, and the amount due for each category. For
each category in which one or more requirements have not been met, the
Contractor shall indicate that no payment is due, and shall include a plan for
achieving full compliance (CAP) by the following payment period.

Failure to meet any of the contractual requirements for these eight (8) precedent-
to-payment categories for a given month will constitute noncompliance for that
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month and the Contractor shall not be entitled to payment for that month.
Compliance with a subsequent month’s requirements will entitle the Contractor to
payment for that month and partial payment for the previous month for which
payment was not received. For each month that requirements are not met, ten
percent (10%) of the full payment for this category will be deducted for that
month. An additional ten percent (10%) will be deducted each month that the
Contractor is consecutively out of compliance. For example, if compliance is not
met in October and November, but met in December, payment will be made as
follows: One-hundred percent (100%) of December’s invoice; eighty percent
(80%) of November’s invoice; and ninety percent (90%) of October’s invoice. If
Contract requirements are not met for six (6) consecutive months, the CDHS’
obligation to pay for this category is wholly excused. For example, if compliance
is not met in October, November, December, January, February and March,
payment for October will be permanently forfeited. Failure to receive payment
does not excuse the Contractor from submittal of the required deliverables.

These eight (8) areas are precedent-to-payment because compliance failures in
any one of them could result in significant negative impacts to the CDHS, the
HCO Program, Medi-Cal managed care health plans and/or Medi-Cal
beneficiaries. Delays or errors in informing materials mailings could lead to
interruptions in the care beneficiaries are receiving. Because it can lead to
adverse health outcomes, increased program costs, and even death, the
interruption of care is a patrticularly serious impact. Should the federal Centers
for Medicare and Medicaid Services (CMS) determine that informing materials
mailing errors have significantly compromised the CDHS’ compliance with federal
program requirements, federal financial participation in Medi-Cal could be
reduced or eliminated.

Should the Contractor fail to meet one or more of the requirements in a
precedent-to-payment category, the CDHS will deny payment for that category,
unless the Contracting Officer finds that substantial compliance was achieved
despite that failure. Should the Contracting Officer approve payment despite the
Contractor’'s failure to meet one or more applicable precedent-to-payment
requirements, that approval shall not constitute a waiver of any right or remedy
provided under this Contract or under the laws of the State of California to seek
subsequent remedies, such as, but not limited to, compensatory damages,
liquidated damages, or equitable relief for the breaches of performance by the
Contractor.

The precedent-to-payment categories for HCO Informing Packet mailings are
identified below:

A. GENERAL HCO OPERATIONS 35%
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The Contracting Officer will not make payment for this category until the
Monthly Progress Report, as defined in Exhibit A, Attachment Il, Section 6.0,
Reports, has been submitted to the CDHS.

B. INFORMING MATERIALS 25%

The Contracting Officer will not make payment for this category until all
contractual requirements and deliverables for Exhibit A, Attachment II,
Section 2.0, Informing Materials, are met and approved by the CDHS.

C. QUALITY MANAGEMENT PROGRAM: COMPLETION OF TESTING 10%

The Contracting Officer will not make payment for this category until all
contractual requirements and deliverables for Exhibit A, Attachment II,
Section 4.0, Quality Management Program, are met and approved by the
CDHS.

D. QUALITY MANAGEMENT PROGRAM: PASS-FAIL THRESHOLDS 10%

The Contracting Officer will not be obligated make payment for this category
unless every quality management test performed, consistent with the
requirements specified in Exhibit A, Attachment Il, Section 4.0, Quality
Management Program, results in a score meeting or exceeding the applicable
pass-fail threshold.

E. PROBLEM CORRECTION SYSTEM 5%

The Contracting Officer will not make payment for this category until all
contractual requirements and deliverables for Exhibit A, Attachment II,
Section 5.0, Problem Correction System, are met and approved by the
CDHS.

F. TRAINING 5%
The Contracting Officer will not make payment for this category until all
contractual requirements and deliverables for Exhibit A, Attachment II,
Section 7.0, Training, are met and approved by the CDHS.

G. RECORDS RETENTION AND RETRIEVAL 5%
The Contracting Officer will not make payment for this category until all
contractual requirements and deliverables for Exhibit A, Attachment II,

Section 8.0, Records Retention and Retrieval, are met and approved by the
CDHS.
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1.6

16.1

1.6.2

H. SECURITY AND CONFIDENTIALITY 5%

The Contracting Officer will not make payment for this category until all
contractual requirements and deliverables for Exhibit A, Attachment II,
Section 9.0, Security and Confidentiality, are met and approved by the CDHS.

PAYMENT FOR TELEPHONE CALL CENTER - TELEPHONE MINUTES

The CDHS will pay the Contractor for each actual telephone minutes the
Contractor staff spends using the Telephone Call Center (TCC) toll-free lines to
assist beneficiaries and other persons seeking assistance. The CDHS will pay
for both incoming and outgoing TCC minutes, so long as the purpose of the call
is to provide assistance to those who have requested it. The CDHS will not pay
for call hold time. The Contractor’s call logging system shall be able to
accurately differentiate between hold and active conversation time.

The price paid will be the Contractor’s fixed price bid, Exhibit B-1c, subject to the
criteria discussed below. The bid price will include all applicable Contractor costs
associated with the TCC as described in Exhibit A, Attachment Il, Section 1.4,
Telephone Call Center, including general and administrative costs and all other
overhead costs and fees.

PRECEDENT-TO-PAYMENT CATEGORY FOR TELEPHONE CALL CENTER -
TELEPHONE MINUTES

The total monthly payment amount for TCC telephone minutes shall be allocated
to the precedent-to-payment category listed below. In order to be paid the
percentage shown, the Contractor must have substantially met, in the sole
judgment of the Contracting Officer, all associated precedent-to-payment
conditions. The specific conditions which must be met are described in the
section entitled, “Precedent-to-Payment Conditions for Telephone Call Center -
Minutes. This section also specifies the circumstances under which a payment
that has been denied may later be paid.

TELEPHONE CALL CENTER 100%

PRECEDENT-TO-PAYMENT CONDITIONS FOR TELEPHONE CALL CENTER
- TELEPHONE MINUTES

Payment for actual monthly telephone minutes will be made in arrears, in one
lump sum provided that the contractual requirements applicable to the TCC,
identified in Exhibit A, Attachment I, Section 1.4, have been met and approved
by the CDHS. When invoicing the CDHS, the Contractor shall clearly indicate
whether all applicable requirements have been met, and the amount due for the
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1.7

category. If one or more requirements have not been met, the Contractor shall
indicate that no payment is due, and shall include a plan for achieving full
compliance (CAP) by the following payment period.

Failure to meet any of the contractual requirements for the precedent-to-payment
category for a given month will constitute noncompliance for that month and the
Contractor shall not be entitled to payment for that month. Compliance with a
subsequent month’s requirements will entitle the Contractor to payment for that
month and partial payment for the previous month for which payment was not
received. For each month that requirements are not met, ten percent (10%) of
the full payment for this category will be deducted for that month. An additional
ten percent (10%) will be deducted each month that the Contractor is
consecutively out of compliance. For example, if compliance is not met in
October and November, but met in December, payment will be made as follows:
One-hundred percent (100%) of December’s invoice; eighty percent (80%) of
November’s invoice; and ninety percent (90%) of October’s invoice. If Contract
requirements are not met for six (6) consecutive months, the CDHS’ obligation to
pay for this category is wholly excused. For example, if compliance is not met in
October, November, December, January, February and March, payment for
October will be permanently forfeited. Failure to receive payment does not
excuse the Contractor from submittal of the required deliverables.

Should the Contractor fail to meet any of the requirements in a precedent-to-
payment category, the CDHS will deny payment for that category unless the
Contracting Officer finds that substantial compliance was achieved despite that
failure. Should the Contracting Officer approve payment despite the Contractor’s
failure to meet one or more applicable precedent-to-payment requirements, that
approval shall not constitute a waiver of any right or remedy provided under this
Contract or under the laws of the State of California to seek subsequent
remedies, such as, but not limited to, compensatory damages, liquidated
damages, or equitable relief for the breaches of performance by the Contractor.

The precedent-to-payment category for Telephone Call Center — Telephone
Minutes is:

TELEPHONE CALL CENTER 100%

The Contracting Officer will not make payment for this category until all

contractual requirements and deliverables for Exhibit A, Attachment II,

Section 1.4, Telephone Call Center, are met and approved by the CDHS.
OPERATIONS INVOICES

A. ENROLLMENT/DISENROLLMENT TRANSACTIONS
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1.7.1

The Contractor shall invoice the CDHS separately for the seven (7)
precedent-to-payment categories identified in Section 1.4.25. Each invoice
shall include supporting documentation that demonstrates that the contractual
requirements for each category have been met.

B. HCO INFORMING PACKET MAILINGS

The Contractor shall invoice the CDHS separately for the eight (8) precedent-
to-payment categories identified in Section 1.5.1. Each invoice shall include
supporting documentation that demonstrates that the contractual
requirements for each category have been met.

C. TELEPHONE CALL CENTER — TELEPHONE MINUTES

The Contractor shall invoice the CDHS separately for the one (1) precedent-
to-payment category identified in Section 1.6.1. Each invoice shall include
supporting documentation that demonstrates that the contractual
requirements for that category have been met.

All invoices must be submitted only after completion of the required work for the
month. Invoices shall be received by the CDHS on or before the 10" business
day of the month.

The invoicing methods listed above will allow the Contractor and the CDHS time
to verify that monthly reports have been received and contractual requirements
have been met prior to authorizing payment.

Disputes over denial of any payment are addressed in Exhibit E, Additional
Provisions, Disputes and Appeals.

OTHER SUPPORTING DOCUMENTS

Invoices for TMMs shall include a certification, signed by the Contractor’s Chief
Financial Officer, or equivalent position, stating that all contractual requirements
have been met. In the event that contractual requirements have not been met,
the Contractor shall document its failure to meet requirements, and provide an
explanation and a plan (CAP) to achieve performance, which shall be attached to
the applicable invoice(s).

The Contractor’s certification shall be submitted to the CDHS with each
respective TMM invoice, along with supporting documentation that demonstrates
that contractual requirements have been met for payment. Said documentation
shall include reports and all other substantiation the CDHS requires to verify that
the invoices are payable. The reports that will be required with which to
substantiate the invoices will be identified during Takeover. Approval of the
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1.8

1.9

respective TMM invoices by the Contracting Officer will be contingent upon the
receipt of the aforementioned certifications and substantiation.

EXTENDED OPERATIONS

Volumes and rates for the phase immediately preceding any Extended
Operations period (as defined in Exhibit E, Additional Provisions) pursuant to
“Term of the Contract” will be the basis of payment for any such period of
Extended Operations. If the option to extend the Contract (for an Extended
Operations period) is exercised for a period of less than a full year, the BVRs and
all volume levels specified in the Contractor’'s TMM fixed price bids (Exhibits B-
la, 1b and 1c) will be adjusted in proportion to the number of months of the
extension.

The adjustments will be accomplished by dividing the BVR and volume levels (for
the preceding phase) by twelve (12) (respectively), and then by multiplying the
result by the number of months extended. This calculation will result in adjusted
BVRs and volume levels.

For each month of Extended Operations, the Contractor will be paid one twelfth
(1/12th) of the price for the base volume for the preceding twelve 12-month
phase. Reconciliation will be undertaken at the end of the period of Extended
Operations. Any reconciliation that is performed shall maintain the appropriate
proportionality between the preceding 12-month period and the number of
months in the Extended Operations period. During an Extended Operations
period, the Contractor shall be paid at the TMM bid rates for the preceding
phase, as adjusted for the volume range modifications, described above, except
that the preceding phase rates shall be adjusted to reflect changes in the
California Consumer Price Index (CCPI) for the year immediately preceding
commencement of the Extended Operations phase.

Hourly Reimbursement, during any period of Extended Operations, shall be
continued at the same rate as the immediately preceding twelve (12)-month
phase. Payment of any Hourly Reimbursement for Extended Operations shall be
reimbursed at the bid rate for the preceding phase, except that the preceding
phase rates shall be adjusted by any changes in the CCPI for the year
immediately preceding commencement of the Extended Operations phase.

PAYMENT FOR HOURLY REIMBURSEMENT — ENROLLMENT SERVICE
REPRESENTATIVES
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The maintenance and operation of Enrollment Service Representative (ESR)
sites in all HCO counties is expected to be a significant cost center under this
Contract. For that reason, the ESR payment provisions are designed to provide
the CDHS with a greater degree of control over the Contractor's ESR staffing
than is present in other operational areas. Because the ESR function is vital to
controlling the default rate, the CDHS intends to support that function to the
extent that funds are available. Budget shortfalls may occasionally make it
necessary to reduce the Contractor’s ESR Full-Time Equivalent (FTE) allowance.
The CDHS understands the importance of maintaining reasonably consistent
ESR staffing levels, however, and will require reductions only when absolutely
necessary.

The activities performed by the ESRs are described in Exhibit A, Attachment II,
Section 1.5, Education and Outreach. ESR group (ESRG) staffing shall range
between seventy (70) and one-hundred thirty (130) billable ESR FTEs per month.
Pursuant to Exhibit A, Attachment Il, Section 1.5.1, Presentation Sites, the
number of FTES may vary throughout the duration of the Contract.

The CDHS shall pay the Contractor for ESRG services at an all-inclusive fixed
hourly rate for each FTE. The hourly rate used shall be the rate bid by the
Contractor, and shall include all direct and indirect costs associated with
maintaining ESRs in the field, as described in Exhibit A, Attachment II, Section
1.5 Education and Outreach. These include the costs of hiring, supervising, and
administering ESRs; the costs of locating, securing, and operating presentation
sites; any general and administrative costs; and all other overhead costs and
fees.

Under no circumstances shall the Contractor be paid for vacant positions, leaves
of absence (including sick leave, holidays, or vacation), administrative non-
production hours such as training and staff meetings, or for work performed on
activities not specifically authorized in the Contract, except as authorized by the
Contracting Officer. Further, the Contractor shall utilize, and make available to
the CDHS an automated data system containing each ESR’s work hours on each
assigned activity. This system shall be updated no less frequently than daily,
and shall accurately reflect work time for all hourly-reimbursed positions. “Work
time” shall be broken out by billable and non-billable hours, regular hours, leave
of absence hours, and overtime hours. This system shall be capable of
generating both standard production reports, and custom ad hoc reports, and
shall have ad hoc query capability. All reporting and query functionality shall be
fully available to the CDHS, and all data records and fields in the system shall be
available to the reporting and query functions. The CDHS shall also be able to
extract data from this system in a variety of formats and save it to a local CDHS
workstation or file server for import into other applications. This automated
system shall be linked to the Contractor’s payroll accounting system and each
employee’s hours (billable and non-billable hours) must reconcile to the
Contractor’s payroll accounting system.
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19.1

1.9.2

ESR hourly reimbursement invoices shall contain tables showing the available
hours and actual hours worked for each ESR. The same information shall be
presented in the same format for each ESR supervisor. Although supervisor
hours are not separately payable, this information will be used to ensure that the
required number of supervisors were available during the month.

PRECEDENT-TO-PAYMENT CATEGORIES FOR HOURLY REIMBURSEMENT -
ENROLLMENT SERVICE REPRESENTATIVES

The total monthly payment amount for ESR billable hours shall be allocated to
the precedent-to-payment categories listed below. In order to be paid the
percentage shown, the Contractor must have substantially met, in the sole
judgment of the Contracting Officer, all associated precedent-to-payment
conditions. The specific conditions which must be met are described in the
section entitled, “Precedent-to-Payment Conditions for Hourly Reimbursable -
Enroliment Services Representatives. This section also specifies the
circumstances under which a payment that has been denied may later be paid.

A. STAFFING LEVELS BY LANGUAGE 25%
B. SCHEDULED PRESENTATIONS 25%
C. PRESENTATION EVALUATIONS 25%

PRECEDENT-TO-PAYMENT CONDITION FOR HOURLY REIMBURSEMENT —
ENROLLMENT SERVICES REPRESENTATIVES

Payments will be made in three (3) separate amounts, one for each precedent-
to-payment category described in this section. Payment for actual monthly
Hourly Reimbursable ESR billable hours will be made in arrears, in one lump
sum for each category in which all precedent-to-payment conditions have been
met and approved by the CDHS. When invoicing the CDHS, the Contractor shall
clearly indicate whether all applicable requirements in each payment category
have been met, and the amount due for each category. For each category in
which one or more requirements have not been met, the Contractor shall indicate
that no payment is due, and shall include a plan for achieving full compliance
(CAP) by the following payment period.

Failure to meet any of the contractual requirements for these three (3) precedent-
to-payment categories for a given month will constitute noncompliance for that
month and the Contractor shall not be entitled to payment for that month.
Compliance with a subsequent month'’s requirements will entitle the Contractor to
payment for that month and partial payment for the previous month for which
payment was not received. For each month that requirements are not met, ten
percent (10%) of the full payment for this category will be deducted for that
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month. An additional ten percent (10%) will be deducted each month that the
Contractor is consecutively out of compliance. For example, if compliance is not
met in October and November, but met in December, payment will be made as
follows: One-hundred percent (100%) of December’s invoice; eighty percent
(80%) of November’s invoice; and ninety percent (90%) of October’s invoice. If
Contract requirements are not met for six (6) consecutive months, the CDHS’
obligation to pay for this category is wholly excused. For example, if compliance
is not met in October, November, December, January, February and March,
payment for October will be permanently forfeited. Failure to receive payment
does not excuse the Contractor from submittal of the required deliverables.

These three (3) areas are precedent-to-payment because compliance failures in
any one of them could result in significant negative impacts to the CDHS, the
HCO program, Medi-Cal managed care health plans and/or Medi-Cal
beneficiaries. Delays or errors in informing materials mailings could lead to
interruptions in the care beneficiaries are receiving. Because it can lead to
adverse health outcomes, increased program costs, and even death, the
interruption of care is a particularly serious impact. Should the federal Centers
for Medicare and Medicaid Services (CMS) determine that informing materials
mailing errors have significantly compromised the CDHS’ compliance with federal
program requirements, federal financial participation in Medi-Cal could be
reduced or eliminated.

Should the Contractor fail to meet one or more of the requirements in a
precedent-to-payment category, the CDHS will deny payment for that category
unless the Contracting Officer finds that substantial compliance was achieved
despite that failure. Should the Contracting Officer approve payment despite the
Contractor's failure to meet one or more applicable precedent-to-payment
requirements, that approval shall not constitute a waiver of any right or remedy
provided under this Contract or under the laws of the State of California to seek
subsequent remedies, such as, but not limited to, compensatory damages,
liquidated damages, or equitable relief for the breaches of performance by the
Contractor.

The precedent-to-payment categories for Hourly Reimbursable — Enrollment
Services Representatives are:

A. STAFFING LEVELS BY LANGUAGE 25%

The Contracting Officer will not make payment for this category if Contractor
staffing levels fall below State-mandated levels (including supervisory staffing
levels) for a particular month because positions have been held vacant for
more than thirty (30) calendar days without CDHS approval, or because staff
have been assigned to unapproved projects.

B. SCHEDULED PRESENTATIONS 25%
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1.10

1.11

The Contracting Officer will not make payment for this category unless all
scheduled ESR presentations are held and appropriate ESRs attend all
outreach and enrollment assistance events for which written CDHS approval
to attend has been received.

C. PRESENTATION EVALUATION 25%

The Contracting Officer will not make payment for this category unless ninety
five (95) percent of all ESRs who underwent a performance evaluation during
the current invoice period received a passing score on that evaluation, per
Section XXX.

HOURLY REIMBURSEMENT — SYSTEMS GROUP
Language to be determined.
ADDITIONAL CONTRACTUAL SERVICES

Additional Contractual Services (ACSs) are both CDHS-proposed and bidder-
proposed services outside of, but related to, the scope of work under this Contract
(Exhibit A, Attachment IV) and are designed to replace, augment, or substantially
improve one or more operational areas (e.g., HCO informing materials production and
mailing, customer services, transactions processing, forms processing, reporting, etc.),
resulting in improved services to beneficiaries, increased operational efficiency, or both.
Payment for the Design, Development & Implementation (DD&I) portion of the
four (4) mandatory ACSs and the five (5) optional Contractor-proposed ACSs will
be on a fixed price basis with the exception of those specific work items paid
under Exhibit B, Attachment |, Special Payment Provisions, Section 1.13, Cost
Reimbursement. If implementation of an ACS will affect ongoing operations
costs, the dollar amounts of those costs, whether positive (an actual cost to the
CDHS) or negative (a savings to the CDHS), shall be included in the ACS price
bid. DD&l, Operations, Cost Reimbursement and cost bid amounts shall be
reported separately in the ACS proposal before being aggregated into a single
ACS bid price.

All four (4) mandatory ACS cost categories (DD&I, Operations, Cost
Reimbursement), shall be paid and tracked separately.

A. Fixed Price ACS DD&I Payment

Payments for a percentage of the total ACS DD&lI fixed price bid will be made
for each interim and final deliverable, contingent upon the CDHS’ receipt,
acceptance, and approval of each deliverable. Upon approval of the final
DD&l deliverable, the CDHS will remit the balance of the full bid amount.
Payment percentages will be as follows:
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REVIEW OF HCO INFORMING MATERIALS

Phase I: HCO Materials Review Study Design 25%
Phase I HCO Materials Review Findings and Recommendations
a. Interim Status Report 25%
b. Final Report of Findings and Recommendations 50%

Total 100%

PRO-ACTIVE HEALTH CARE CHOICES
System Functional Design to include a Test Plan and

0,
Phasel  an updated Work Plan 25%
Phase || rechnical System Design, Programming, Testing, and -,
Education/Training
Phase Ill Implementation and Post-Implementation Review 50%

Total 100%
WEB BASED HEALTH PLAN ENROLLMENT

System Functional Design to include a Test Plan and

0,
Phasel — n updated Work Plan 25%
Phase || rechnical System Design, Programming, Testing, and -,
Education/Training
Phase lll Implementation and Post-Implementation Review 50%

Total 100%
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MEDI-CAL HEALTH PLAN PROVIDER DIRECTORY SYSTEM

System Functional Design to include a Test Plan and

0,
Phase | an updated Work Plan 25%
Phase || Technlc_:al Sys_te_m Design, Programming, Testing, and 2504
Education/Training
Phase Il Implementation and Post-Implementation Review 50%

Total 100%

B. ACS DDg&l Invoice

Upon the receipt, acceptance, and approval from the Contracting Officer of
the required scheduled deliverables for each ACS DD&l phase identified
above, the Contractor shall submit a separate invoice to the CDHS. Payments
for an ACS will not be made if deliverables that have not been approved by
the CDHS within three years after the CED.

1.11.1 CONTRACTOR-PROPOSED OPTIONAL ADDITIONAL CONTRACTUAL
SERVICES

Contractor-Proposed Optional Additional Contract Services (ACSs) are
Contractor-proposed improvements to the processes and procedures though
which the Contractor achieves compliance with the Exhibit A, Attachment II,
Scope of Work requirements. To qualify as an optional ACS, a proposed
improvement must describe innovations that go beyond any Scope of Work
requirements found in Exhibit A, Attachement Il. Payment for the three (3)
optional proposed ACSs will be on a fixed price basis with the exception of those
specific work items paid under Exhibit B, Attachment |, Special Payment
Provisions, Section 13, Cost Reimbursement. If implementation of an optional
ACS will affect ongoing operations costs, the dollar amounts of those costs,
whether positive (an actual cost to the CDHS) or negative (a savings to the
CDHS), shall be included in the optional ACS price bid. DD&l, Cost
Reimbursement, and Operations cost bid amounts shall be reported separately in
the optional ACS proposal before being aggregated into a single optional ACS
bid price.

All five (5) optional ACS cost categories (DD&I, cost reimbursement, operations),
shall be paid and tracked separately:

A. Fixed Price Contractor-Proposed, Optional ACS DD&I Payment

If an optional ACS is approved by the CDHS, a deliverable submission and
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payment schedule will be established by the Contracting Officer and will be
included with the formal optional ACS approval package. A percentage of the
total optional ACS DD&l cost will be paid upon the CDHS’ receipt,
acceptance, and approval of each required deliverable, and upon completion
and approval of each optional ACS DD&I phase. The Contractor’s optional
ACS proposal shall include a projected submission schedule for DD&l
deliverables.

B. Contractor-Proposed, Optional ACS DD&l Invoice

Upon the receipt, acceptance, and approval from the Contracting Officer of
the required deliverables for each optional ACS DD&l phase, the Contractor
shall submit a separate invoice to the CDHS. No payments will be made for
optional ACS deliverables that have not been approved by the CDHS within
three years after the CED.

C. Contractor-Proposed, Optional ACS Operations Payment

The Contractor shall propose an optional ACS Operations start date and bid
an optional ACS Operations fixed price for each Contract year and each
extension year in which the optional ACS would be in operation. If the CDHS
determines that the optional ACS should be discontinued, the CDHS shall
notify the Contractor at least sixty- (60) calendar days prior to the termination
date of the specific optional ACS.

D. Contractor-Proposed, Optional ACS Operations Invoice

The Contractor shall submit an invoice for each month of optional ACS
Operation. If the optional ACS Operations do not coincide with the start of
Operations under this Contract, the Contractor shall pro-rate the price bid for
each month of Operations from optional ACS implementation through the end
of the Operations phase. The Contractor shall submit an invoice for the pro-
rated amount for each month of successful performance during the
Operations phase. Payment shall only be made upon successful
performance of the optional ACS Operations.

1.12 CHANGE ORDERS, AMENDMENTS, AND SYSTEM DEVELOPMENT
NOTICES

The Contractor shall identify all costs associated with Change Orders,
Amendments and System Development Notices (SDNs) on a Pricing Proposal
Form (Attachment 16-11). In the course of negotiating Change Orders,
Amendments and/or SDNs, the Contractor and the Contracting Officer may
agree that certain expenses can be paid through the cost reimbursement
process. The CDHS will not pay any indirect expenses or fees related to the

25



Exhibit B-1 Health Care Options
HCO Special Payment Provisions 06-55000

1.13

administration of these cost reimbursed items. The Contractor shall be paid in
accordance with the negotiated pricing schedule.

All pricing schedules resulting from the Change Order, Amendment, and/or SDNs
negotiation process shall reflect whether expenses include allocations for
corporate general and administrative costs and all other overhead costs and
fees. Cost categories shall clearly identify these allocations.

Change Order/Amendment/System Development Notice Invoice

A. All Change Order/Amendment/SDN project expenses shall be invoiced
monthly in one consolidated invoice with subtotals for each Change
Order/Amendment/SDN project and a grand total for the entire invoice. The
applicable Change Order/Amendment/SDN number shall be used to
separately identify each project.

B. Conditions Precedent to Payment

The CDHS will determine the conditions precedent-to-payment upon
development and implementation of each Change Order/Amendment/SDN.

COST REIMBURSEMENT

The CDHS will reimburse various costs incurred by the Contractor in fulfilling its
requirements under this Contract. Such costs shall consist of direct costs that
are payable through one of the cost reimbursement categories described below.
The term “direct cost,” as used in this section shall be narrowly construed,
consisting, in most cases, of the actual unadjusted amounts invoiced by vendors
and subcontractors. This section identifies the cost reimbursable categories that
are not included in any of the Contractor’s bid rates.

1.13.1 COST REIMBURSEMENT CATEGORIES

1.13.1.1 POSTAGE, PARCEL SERVICES AND COMMON CARRIERS

The CDHS will reimburse only the actual expenses paid for:

A. Postage utilized to mail informing materials, including letters, booklets, pre-
printed Choice Forms, and other documents to beneficiaries, managed care
plans, the federal government, the CDHS or other entities authorized by the
Contracting Officer;

B. Mailing or shipping completed Choice Forms from Presentation Sites to the
Contractor’'s main operating facility;
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C. Post office box and permit acquisition, maintenance and usage fees; and
D. Bulk mail pre-sorting costs.

Other direct or indirect costs are excluded. The only exception to this may be for
costs associated with cost reduction proposals, if approved by the Contracting
Officer, to reduce the cost for mailings.

The following expenses are excluded from this section: postage to ship informing
materials to Presentation Sites; and the courier service that is provided twice a
day between Contractor facilities and the Contracting Officer’s office.

1.13.1.2 PRINTING

The CDHS will reimburse only the actual printing expenses paid for:
A. CDHS-Printed Provider Directories;

B. Choice Forms that are provided to managed care plans; and

C. Miscellaneous printing, as directed by the Contracting Officer.

Excluded from cost reimbursed printing are any letters to applicants/beneficiaries
that are generated due to enrolling and disenrolling into the HCO Program.
These letters are to be reimbursed through the TMM all-inclusive rates. Also
excluded from cost reimbursed printing are packets as identified in Exhibit A,
Attachment I, Section 2.0, Informing Materials. Packets are reimbursed through
the TMM all-inclusive rates. Other direct or indirect costs shall be excluded from
cost-reimbursed printing expenses.

1.13.1.3 MATERIALS MAINTENANCE AND DEVELOPMENT

The Contractor shall be reimbursed for the direct costs of developing and
maintaining informing materials, as directed by the CDHS. Other direct or
indirect costs are excluded.

1.13.1.4 TRANSLATION SERVICES

The Contractor shall be reimbursed for the direct costs for translating written
informing materials. The quality and accuracy of translated materials is the
responsibility of the Contractor as identified in Exhibit A, Attachment II, Section
2.0, Informing Materials. The Contractor shall also be reimbursed for the direct
costs for focus testing the informing materials when directed by the CDHS.
Other direct or indirect costs are excluded.
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1.13.1.5 TELEPHONE CALL CENTER TOLL CHARGES

The CDHS will reimburse only the actual telephone utility charges paid by the
Contractor for maintaining toll-free lines available to applicants, beneficiaries,
managed care plans, providers, the federal government, the CDHS or other
interested parties as authorized in Exhibit A, Attachment Il, Section 1.4,
Telephone Call Center. Each toll charge incurred by the Contractor will be
reimbursed by the CDHS and must be directly supported by a billing from the
telephone utility. This excludes all other direct or indirect costs associated with
telephone toll charges. An additional exclusion from this category are charges
and calls to the Contractor for any activity not stated in Exhibit A - Attachment I,
Section 1.4, Telephone Call Center, and any costs incurred for maintenance,
equipment, equipment upgrades, software, wiring, repair, or facilities installation.

1.13.1.6 PRESENTATION SITES
A. Facilities

The CDHS may determine that it is necessary to conduct HCO presentations
in areas where presentations are not currently in operation. When and if the
CDHS makes that determination, the CDHS will assist the Contractor in
identifying appropriate facilities, and will reimburse the Contractor for any
lease, rental, and/or utilities costs it incurs. Costs associated with facilities
other than those established under the authority of this section will not be
reimbursed by the CDHS. The Contractor is fully responsible for lease, rental,
and/or utilities costs associated with its main operating facility, or other
facilities not established under the authority of this section. All lease and/or
rental agreements for facilities established under the authority of this section
must be approved by the CDHS before they are finalized.

B. Office Equipment and Furniture

The CDHS will reimburse the Contractor for the direct lease or purchase
costs it incurs furnishing and equipping HCO presentation sites. Equipment
and furniture shall be leased or purchased only after good faith efforts to
acquire the necessary furniture through other means have failed, and only
after written CDHS approval has been secured (see Exhibit E, Additional
Provisions, Section 36, Inventory and Treatment of State Property). Other
direct or indirect costs are excluded.

1.13.1.7 DATA ACCESS

The Contractor shall establish an agreement with the Department of Technology
Services (DTS) for computer access to records contained in the Medi-Cal
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Eligibility Data System (MEDS) and for the use of its telecommunications
network. The CDHS will reimburse only the actual charges incurred by the
Contractor for access to these records, as billed by DTS. Other direct or indirect
costs are excluded.

1.13.1.8 SPECIAL TRAINING SESSIONS

At the direction of the Contracting Officer, the Contractor shall conduct special
training sessions for non-Contractor staff, as discussed in Exhibit A, Attachment
Il, Section 7.0, Training. The CDHS will reimburse the Contractor for rental of a
facility, if necessary, and travel and per diem expenses as specified in Exhibit
D(F) — Special Terms and Conditions, Travel and Per Diem Reimbursement.
Other direct or indirect costs are excluded.

1.13.1.9 SPECIAL OUTREACH AND ENROLLMENT ASSISTANCE

Costs incurred while participating in CDHS-approved outreach and enrollment-
assistance activities, such as health fairs, community meetings, and festivals
hosted by community centers, churches, community-based organizations, and
other organizations, shall be reimbursed by the CDHS. Reimbursable under this
category are the direct costs of a booth, signs, materials, and any related
expenses. Travel and per diem expenses are reimbursable as provided below.
The Contractor, pursuant to Exhibit A, Attachment Il, Section 1.5, Education and
Outreach, shall secure written CDHS approval prior to participation in any such
event. Any cost related to special outreach and enrollment assistance sessions
without prior written CDHS approval shall not be reimbursed. Only those costs
related directly to the HCO Program shall be reimbursed. Other direct or indirect
costs are excluded.

1.13.1.10 FACILITIES IMPROVEMENTS AND MODIFICATIONS

The Contractor is required to provide adequate facilities to CDHS and federal on-
site audit and monitoring staff. The costs of maintaining these facilities shall be
included in the fixed Contract price. However, the CDHS may require that the
Contractor make certain modifications and improvements to these facilities, such
as the addition of walls, partitions, electrical, cables, and telephones, and the
installation of equipment and monitoring tools to be used for the oversight of
Contract operations. The direct costs for these modifications and improvements
shall be reimbursed by the CDHS. Other direct or indirect costs are excluded.

1.13.1.11 INDEPENDENT VERIFICATION AND VALIDATION CONSULTATION
The CDHS reserves the right to require the Contractor to enter into a Contract

with a CDHS-approved Independent Verification and Validation (IV&V)
Contractor. If the CDHS exercises this right, it will reimburse the Contractor for
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the cost of its IV&V Contract. Only the IV&V contract amount will be reimbursed.
Other direct or indirect costs are excluded.

1.13.1.12 SPECIAL PROJECTS

The CDHS shall reimburse the Contractor for expenses incurred completing any
CDHS-requested special projects that are not included in the Takeover, Scope of
Work, Additional Contract Services or Turnover sections of this Contract. Special
projects include, but are not limited to, special studies, pilot projects, and
technical support for CDHS staff.

Once the Contracting Officer has identified the Special Project and associated
deliverables and timeframes, the Contractor shall identify all costs associated
with the project on a Pricing Proposal Form (Attachement 16-12). In the course
of negotiating the project costs, the Contractor and the Contracting Officer may
agree that certain expenses can be deemed as cost reimbursed items. The
CDHS will not include payment for any indirect expenses or fees associated with
the costs that are reimbursed under this section. The Contractor shall then be
paid in accordance with the agreed-upon pricing schedule.

All pricing schedules resulting from the Special Project negotiation process shall
clearly indicate whether allocations for corporate general and administrative
costs and other overhead costs and fees are included in the scheduled prices.
Cost categories that include these allocations shall clearly identify the categories
included.

The Contractor may seek the Contracting Officer's approval to include in its
special project cost reimbursement invoice a factor for local support costs, such
as office expenses and supplies. The Contractor may also request the
Contracting Officer’'s approval to include factors for Corporate Overhead and
General and Administrative costs, pursuant to a current cost allocation plan
prepared in accordance with Federal Cost Allocation Standards and Guidelines.
For the purposes of this section, the corporate overhead and general and
administrative cost area is defined as including, but not limited to, costs
associated with management services for day-to-day operations, including hiring
and firing staff, development of business plans, purchasing of equipment,
maintenance of books and accounts in accordance with Generally Accepted
Accounting Principles, payroll responsibilities, the arrangement of an annual
audit by an independent Certified Public Accountant, consulting services,
attorney fees, and general services such as receptionists, word processing,
maintenance of files, office systems and office supplies.

The Contractor shall record, in the automated time recording system identified in
the above Section 1.9, Hourly Reimbursement — Enroliment Service
Representatives, the amount of time each staff worked on the project’s daily
activities.
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The CDHS may review all supporting documentation and, at its own discretion,
may disallow any directly billed items that it considers to be local, general and
administrative cost or corporate overhead cost items.

When submitting directly billed costs for reimbursement under this Contract
section, the Contractor shall clearly identify those costs as associated with an
approved special project and invoice them separately by approved project.

Payment for Special Projects will be contingent upon the CDHS’ written approval
of the required deliverables. If deliverables are not approved, the Contractor
shall correct deficiencies at its own expense.

1.13.1.13 PERSONAL COMPUTERS, PRINTERS, COPY MACHINES, RELATED
EQUIPMENT AND SOFTWARE

The CDHS will reimburse all direct costs for the purchase, lease, installation and
maintenance of equipment and software as authorized by the Contracting Officer.
Other direct or indirect costs are excluded.

1.13.1.14 TRAVEL AND PER DIEM

Travel and per diem expenses are separately reimbursed only for the ESRs.
ESR travel and per diem expenses are reimbursable under the guidelines set
forth in Exhibit E, Section 46, Per Diem and Exhibit G, Travel Reimbursement
Information.

1.13.1.15 COST REDUCTION CHANGE PROPOSALS - DESIGN, DEVELOPMENT,
AND IMPLEMENTATION

The CDHS may reimburse the Contractor for the costs it incurs designing,
developing and implementing cost reduction proposals under this cost
reimbursement category. These costs will be amortized over a twelve (12)
month period and shall offset the Contractor's monthly share of savings for the
first twelve (12) months following implementation of the proposal. Other direct or
indirect costs are excluded.

1.13.1.16 MISCELLANEOUS

This cost reimbursement category is for the sole use of the CDHS. It provides
the CDHS with a mechanism to reimburse the Contractor for the expenses it
incurs in meeting its contractual requirements under Exhibit A, Attachments I,
Scope of Work, when those expense cannot be reimbursed under any other cost
reimbursement category. When submitting invoices for this category, the
Contractor shall submit evidence of CDHS approval for use of this category,
along with vendor invoices to substantiate all charges.
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1.13.2 RESTRICTIONS ON REIMBURSABLE PURCHASES AND SUBCONTRACTS

There are several items of the Contract reimbursed by cost where the Contractor
purchases or pays for services or fees on behalf of the CDHS. These items are:

A. Postage, Parcel Services and Common Carriers
B. Printing

Materials Maintenance and Development

o 0O

Translation Services

m

Call Center Telephone Toll Charges

F. Presentation Site costs

G. Data Access

H. Special Training Sessions

I. Special Outreach and Enrollment Assistance

J. Facilities Improvements and Modifications

K. Independent Verification and Validation Consultation

L. Personal Computers, Printers, Copy Machines, Related Equipment and
Software

M. Travel and Per Diem

N. Cost Reduction Change Proposals — Design, Development and
Implementation

Except as defined below, the CDHS will not pay any indirect expenses related to
the administration of these items. In order for the Contractor to avoid incurring
indirect expenses on these items, the CDHS will allow the Contractor to forward
the vendor’s/subcontractor’s invoices to the CDHS. The Contractor is required to
provide the CDHS with sufficient documentation, as directed by the CDHS, to
fully support its cost reimbursement invoices.

Reimbursements to the Contractor for subcontracts or purchases of cost

reimbursable items, services or equipment shall be for the actual cost to the
Contractor. Such actual costs shall consist of the actual amount the Contractor
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pays for goods and subcontracted services. The Contractor shall also be
reimbursed for the other direct costs associated with procuring and managing
subcontracts and the purchase of goods, and for the indirect labor expenses
incurred in the performance of these tasks.

Under no circumstances will the CDHS reimburse the indirect costs associated
with the amount of a subcontract or the purchase of a cost reimbursable good, or
service. This prohibition extends to overhead and general and administrative
expenses, included as a percentage of a third party's charges to the Contractor.

Under certain conditions, indirect rates can be applied to cost reimbursable
expenses. Following the annual fiscal reconciliation of the indirect rate, in
accordance with Federal Cost Allocation Standards and Guidelines, this new
reconciled rate shall become the indirect Contract rate for both cost reimbursed
expenses and Change Orders, Amendments, and SDNSs.

Under no circumstances will the CDHS pay cost reimbursement for overhead for
CDHS space. The CDHS space included in the Takeover and Operations fixed
price bids should include all overhead costs associated with the use of the
facilities including the common space in Contractor facilities such as the
hallways, rest room facilities, and cafeteria/snack bar.

1.13.3 COST REIMBURSEMENT INVOICE

The monthly cost reimbursement invoice shall contain one subsection for each
cost reimbursement category described in this Contract section. Each
subsection shall itemize all charges in that category, and report the category
subtotal. The overall grand total shall be reported in the main body of the
invoice.

Any approved cost reimbursable expenses incurred as a result of implementing
the instructions contained in a C-letter shall be submitted in a separate cost
reimbursement invoice.

Sales tax, if applicable, shall be included in the appropriate category and not
invoiced separately.

1.13.4 COST REIMBURSEMENT PLAN

The Contractor shall provide an annual Cost Reimbursement Plan to the CDHS
on a date established by the Contracting Officer.  The annual Cost
Reimbursement Plan shall become effective upon approval by the Contracting
Officer. The Cost Reimbursement Plan shall:

A. Outline the major areas of expense by cost reimbursement category.
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B. Delineate methods for reducing costs for each cost reimbursement category
(drawing on the previous years’ Plan, where applicable).

C. Specify policies and procedures for collecting and compiling cost
reimbursement expenses, and for ensuring that non-cost reimbursable
expenses are not billed to the CDHS.

D. List, in detail, all cost reimbursable expense line items, the specific invoice
category each is billed under, and for each, the accounting number/project
code used within the Contractor's accounting system.

E. Describe anticipated project purchases and leases for the upcoming year.

F. Provide a complete inventory of cost reimbursed (i.e., CDHS owned or
leased) items, including equipment and software. The inventory shall list
each item, the manufacturer, model number, location, serial number,
acquisition date, purchase/lease price, lease term, maintenance cost,
inventory tag number, lease/maintenance Contract number(s), (for purchased
items) the depreciated balance. This list shall be sorted by the location and
within the location, by item. The Contractor shall conduct an annual physical
inventory of all cost reimbursed items, and submit the resulting updated
inventory list to the CDHS for review and approval. The approved inventory
shall be included in the Cost Reimbursement Plan.

G. Include a list of key workload indicators within the cost reimbursement
program, the monthly volume for each indicator for the previous year and
projected volume for the next year. These indicators shall include impression
counts, counts of forms printed and imprinted (by type of form), supply
expenses, postage expenses, labor expenses, and computer peripheral (e.g.,
monitor and printer) counts broken out by leased versus purchased.

H. Include a description of the method the Contractor will use to maintain control
of the location and transfer of cost reimbursed equipment, both at the
Contractor's and the CDHS'’ sites.

TURNOVER

The Turnover period constitutes all work activities required of the Contractor as
defined under Exhibit A, Attachment Ill, Turnover. Also included is any work that
may occur during Turnover required under Exhibit C, General Terms and
Conditions, Exhibit D(F), Special Terms and Conditions, and Exhibit E, Additional
Provisions.
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1.14.1

1.15

If the incumbent is the successful bidder for the replacement of this Contract, and
the CDHS determines that certain Turnover requirements are not necessary,
then the Contractor's Turnover fixed price bid shall be reduced by a Change
Order so that the Contractor shall not be paid for Turnover Preparation and
Transfer of Contractor Operations.

If the CDHS elects to exercise its option to extend the Contract by use of
Extension Phases 1, 2, 3, or an Extended Operations period, the bid rate for
Turnover shall be adjusted by any change in the CCPI during the time period for
which Operations is extended. Therefore, for Extension Phases 1, 2, 3, or
Extended Operations, the bid amount will be adjusted by the CCPI for the same
time period as Extension Phase 1, 2, or 3, respectively. Multiple extensions and
adjustments may occur.

TURNOVER INVOICE

Fifty percent (50%) of the Turnover price shall be paid in fifteen (15) equal
installments, the first of which shall be made upon acceptance and approval of
the Turnover Work Plan. Thereafter, the fourteen (14) remaining installments will
be paid in the last eight (8) months of Contract Operations/Turnover. These
installment payments shall be contingent upon receipt of deliverables,
achievement of milestones, and the written acceptance/approval of the
Contracting Officer. The remaining fifty percent (50%) of the Turnover bid price
shall be payable upon completion of all the requirements specified in Exhibit A,
Attachment Ill, Turnover, and receipt of the written acceptance/approval of the
Contracting Officer.

INCENTIVE TO LOWER THE DEFAULT RATE

In it's ongoing commitment to providing the best cost-effective health care
options to Medi-Cal beneficiaries, the CDHS will provide an incentive payment
when the Contractor has reduced the auto-assignment (default) rate level to the
percentages listed in the chart below. While the activities required in the
Operations portion of the Contract are intended to reduce the default rate below
today’s default percentage rate, the CDHS hopes to further lower the rate to a
single digit percentage, using innovative techniques that the Contractor will
devise.

The CDHS hopes to lower the default rate to at least ten percent (10%) in each
month of Operations, using the Contract-required Operations activities. When
the Contractor is able to lower the default rate below ten percent (10%), the
CDHS will pay the Contractor an additional amount for each month that the rate
falls below ten percent (10%), based upon the specific default rate achieved each
month of Operations. The default incentive amount paid will be in addition to the
amount due for the Enroliment/Disenrollment transaction invoice.
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The additional percentage amount will be calculated times the amount of
reimbursement the Contractor is to receive for the Enroliment/Disenrollment
Transactions invoice, less any precedent-to-payment withholds for the month.
The additional incentive amount withheld for not meeting precedent-to-payment
requirements in a given month is not reimbursable when precedent-to-payment
requirements are met in ensuing months.

The payment will be made as follows:

Default percent rate/Month Additional percent reimbursement/Month
< 10% but > 7% 5%
<or = 7% but > 5% 10%
< or = 5% but > 3% 15%
<or=3%>0% 20%
= 0% 25%

The CDHS retains the authority to and will work with the Contractor in
determining the method used to derive the default rate.

CONTRACT INVOICES

Each original invoice shall include the following:

A. Invoice name;

B. Billing and service period covered by the invoice;

C. Invoice number (Invoice numbers shall be agreed upon between the
Contracting Officer and the Contractor);

D. Contract payment provision section under which the expense(s) are payable;
E. Payment requested for the amount due;
F. Required performance levels and/or deliverables;

G. A clear statement indicating whether or not the required performance level or
deliverable was met or provided;

H. A plan (CAP) to achieve requirement(s) if any requirement(s) were not met;
and

I. Contractor and State Certifications as described in Exhibit B, Budget Detail —
Payment Provisions.
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The Contracting Officer will identify, during Takeover, the number of copies that
the Contractor shall submit with each original invoice. In addition to the paper
copies, the Contractor must submit the invoice and supporting documentation in
electronic form. During Takeover, the Contractor will work with the CDHS on the
development of the format and submission method for the electronic version of
the invoice and supporting documentation. The CDHS will deny or reduce any
invoice that the Contractor has improperly billed.
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This page is a place holder for Exhibit B-1a

Base Volume Method of Payment Volumes-
Enroliment/Disenroliment
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This page is a place holder for Exhibit B-1b

Base Volume Method of Payment Volumes-HCO Informing
Packets
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This page is a place holder for Exhibit B-1c

Base Volume Method of Payment Volumes-Telephone Call
Center
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Exhibit B - 2
Medi-Cal Publication Special Payment Provisions

The use of headings of titles throughout this exhibit is for convenience only and shall not
be used to interpret or govern the meaning of any specific term, function, or activity.

Section No. Section Title Pag
1.0 Introduction 1
1.1 Takeover 1
1.2 Operations 1
1.2.1 Fixed Price All-Inclusive Rate 1
1.2.2 Cost Reimbursement 2
1.3 Turnover 2
1.4 Monthly Invoices 2
14.1 Invoicing Supporting Documents 3
15 Payment Withholding 3
1.5.1 Fixed Price All-Inclusive Rate (Payment Withholding) 3
1.5.2 Reimbursable Costs (Payment Withholding) 3
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1.0

1.1

1.2

121

INTRODUCTION

This chapter defines the basis of payment for services provided for Medi-Cal
Publication Operations under the terms of this Contract. The State shall
compensate the Contractor one (1) fixed price all-inclusive rate per month for the
management of the development, reproduction, and distribution of Medi-Cal
publications and (2) cost reimbursement for all other services necessary to
complete work orders as specified below.

A. Takeover;

B. Operations;

C. Cost Reimbursement;

D. Turnover.

TAKEOVER

LANGUAGE TO BE DETERMINED

OPERATIONS

The Contractor shall be paid one (1) fixed price all-inclusive rate per month for
the management of the development, reproduction, and distribution of Medi-Cal
publications and (2) cost reimbursement for all other services necessary to
complete work orders as specified below.

FIXED PRICE ALL- INCLUSIVE RATE

The Contractor shall be paid one fixed price all-inclusive rate per month, in
arrears, for administering the provisions of this Contract for the management of
Medi-Cal Publication development, reproduction, and distribution.

The all-inclusive rate shall cover all costs associated with Medi-Cal Publication
management services as listed in the Scope of Work, Exhibit A, including general
and administrative costs, all other overhead costs, and fees. The fixed price all-
inclusive rate shall specifically cover the following functions:

A. Project management and oversight of all phases of development and
reproduction of publications, including monthly project management
reporting.

B. Custodianship of original logos, insignias, graphics, photographs, modeling
fees/releases, and master copies of publications.

C. Order receipt, order fulfillment, inventory control, and bi-weekly  inventory
reporting.
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1.2.2

13

1.4

D. Distribution facility. The State is seeking a cost-effective method that is low
on overhead costs. The Contractor may choose to lease a facility that is
currently operational and offers the best value to the State.

The fixed price all-inclusive rate excludes general administrative costs, such as
travel, incidentals, telephone charges, equipment, and all other costs nhot
specifically identified as cost reimbursable.

COST REIMBURSEMENT

The State will reimburse the Contractor for the actual costs incurred by the
Contractor in the course of completing Medi-Cal Publication work for the State
and for distribution functions.

A. The Contractor shall be reimbursed, separate from the fixed price all-inclusive
rate above, for the actual cost of providing Medi-Cal publication design
services, readability services, translation services, focus group testing, and
printer services. The Contractor shall receive State approval before incurring
reimbursable costs.

B. The Contractor shall be reimbursed for the actual cost of disposing of
obsolete Medi-Cal publications. This shall be paid as a separate cost from
the fixed price all-inclusive rate above. Upon receipt of State approval, the
Contractor shall dispose of the obsolete Medi-Cal publications.

C. The Contractor shall be reimbursed monthly, in arrears, by the State for the
actual costs of freight, delivery, and shipping of Medi-Cal publications. The
Contractor shall submit estimates for the cost to ship or deliver Medi-Cal
publications when requested by the State. The State shall retain the right to
direct the Contractor to use specific shipping methods or carriers.

TURNOVER

LANGUAGE TO BE DETERMINED

MONTHLY INVOICES

The Contractor shall prepare and submit one (1) monthly invoice for the
Operations category: Medi-Cal Publications. The Medi-Cal Publications invoice
shall be separate from the other three Operations categories. The Contractor
shall submit the Medi-Cal Publications invoices to the State by the tenth (10™)
calendar day of each month. The Contractor may request to submit the monthly
invoice at a later date upon approval by the State.

The monthly invoice shall itemize the fixed price all-inclusive rate and each of the
reimbursable costs as specified in this Contract. This invoice shall be transmitted
to the State in a format specified by the State. The invoice shall contain, at a
minimum, the following items:

A. Fixed Price All-Inclusive Rate amount;
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B. The actual itemized costs incurred by the Contractor in the course of
completing publication design services, readability services, translation
services, focus group research, and printer services consistent with pre-
approved payment schedules.

C. The number and type of Medi-Cal publications disposed of and the actual
disposition costs;

D. The freight, shipping, and delivery costs to distribute Medi-Cal publications;
and

E. Any other amounts preauthorized for payment by the State;
INVOICE SUPPORTING DOCUMENTS

LANGUAGE TO BE DETERMINED

PAYMENT WITHOLDING
FIXED PRICE ALL-INCLUSIVE RATE (PAYMENT WITHOLDING)

Failure to meet the management requirements for a given month will constitute
failure to provide the deliverable entitling the Contractor to payment of the fixed
price all-inclusive rate. Compliance with a subsequent month’s requirements will
entitle the Contractor to payment for that month, and any previous month for
which payment was not made.

REIMBURESABLE COSTS (PAYMENT WITHOLDING)

Payment may be withheld by the State for any Medi-Cal Publications Invoice
submitted for reimbursement under the following conditions:

A. For reimbursable costs associated with Contractor and/or subcontractor
performance that fails to meet standards specified by the State and is
considered of an ongoing nature.

B. For individual and/or distinct tasks associated with a specific project
deliverable that has not yet been completed.

C. For reimbursable costs that are inconsistent with State approved payment
schedules, milestones, and deliverables.

The State shall release to the Contractor any funds withheld upon documentation
that all uncompleted items have been completed to the full satisfaction of the
State.
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